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STATE OF NEW MEXICO.
ENERGY, MINERALS, AND NATURAL RESGURCES DEPARTMENT
0IL CONSERVATION DIVISION

IN THE MATTER OF :I‘HE HEARING CALLED O R | Gl NA I,

BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

CASE NO.
15320

APPLICATION OF MATADOR PRODUCTION COMPANY
FOR APPROVAL OF A NON-STANDARD OIL SPACING
AND PRORATION UNIT AND COMPULSORY

POOLING, LEA COUNTY, NEW MEXICO.

REPCRTER'S TRANSCRIPT OF PROCEEDINGS

o L

EXAMINER HEARING - —

= 2

June 11, 2015 =

- y

Santa Fe, New Mexico Z ==

| W@
BEFORE: PHILLIP GOETZE, CHIEF EXAMINER T
GABRIEL WADE, LEGAL EXAMINER N CD

ow
This matter came on for hearing before the

New Mexico 0il Conservation Division, Phillip Goetze,
Chief Examiner, and Gabriel Wade, Legal Examiner, on
Thursday, June 11, 2015, at the New Mexico Energy,
Minerals, and Natural Resocurces Department, Wendell
Chino Building, 1220 South St. Francis Drive, Porter
Hall, Room 102, Santa Fe, New Mexico.

REPORTED BY: "ELLEN H. ALLANIC
NEW MEXICO CCR 100
CALIFORNIA CSR 8670
PAUL BACA COURT REPORTERS
500 Fourth Street, NW
Suite 105 ’
Albugquerque, New Mexico 87102
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APPEARANCES
FOR APPLICANT MATADOR PRODUCTION COMPANY:

JAMES G. BRUCE, ESQ.

P.O. Box 1056

Santa Fe, New Mexico 87504
(505)982-2043
jamesbrucBaol .com
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(Time noted 10:45 é.m.)
EXAMINER GOETZE: We have case 15320,
Application of Matador Prodﬁction Company For Approval
of a Nén—Standard 0il Spacing and Proratiqﬁ-Uhit and
Compulsory Pooling, Lea County, New Mexico.
Call for appearances. )
MR. BRUCE:. Mr. Examiner, Jim-Bruce of Santa
Fg representing the applicant. We have two witnesses.
EXAMINER GOETZE: Will the Wwitnesses stand,
identify tﬂemselves, to the reporter and be Sworn in.
(Whereﬁpon, theiPresénting witnesses were
administered the Gath.) . |
'EXAMINER GOETZE: I assume there are no
other appearances in this caéel \
.(No response. )
| CHRIS CARLETON
having Been first duly sworn, was examined and testified
as follows:
DIRECT EXAMINATICN
BY MR. BRUCE:
Q. Will you please state your néme_and city of
residence for the record.
A. >Chris Caflson, Plano, Texas.

Q. Who do you work for and in what capacity?

A. T work for MRC Energy Company as a landman.

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, -NM 87102
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Page 5.

Q. And what 1is the relatlonshlp between MRC Energy
and Matador Productlon Company°

A. Matador Production Company is -an éffiliate, the
Qperating'arm cf MRC Energ&.Company.

| Q._VHaQe you pgeviously testified before the.

Division? |

A. Yes. ‘As a factual witnese.

0. Please summarize yeﬁ educational-and empioyment
background.for fhefExaminer.

A. Yes. I graduated from Texas Tech University as
an energy commerce major and served ‘as a land intern
durlng the summer of 2013 and the winter of 2013 for

Matador Resources Company and became a full—t;me landman

Been a member of AAPL and DAPL and YP petroleum I
landman associetions since Sepfember 2014.
0. Does‘your area of responsibility at Matador u
include this area.of southeast New Mexico? |
A. Yes.
‘Q. aAnd, Mr. Cerleton, I ﬁay use Matador and MRC
interchangeably. R
A. Okay. ’
Q. And are yod familiar with the land matters in the

épplication filed by Matador in this case?

A. Yes.

_PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102

'
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MR. BRUCE: Mr. Examiner, I tender
Mr. Carleton as an expert petroleum landman.
‘EXAMINER GOETZE: He is sco quélified.
0. Could you identify Exhibit 1, Mr. Carleton, and
discuss its contents for the Examiner? | |
'A. Tt is a form C-102 for the well, the Hibiscus,
08-195-35E RN; well number 124H, horizontal well, with a
surface location 200 feet from the south line and
252 feet from the east line of section 5.

The cursing lateral will be unorthodox with a
penetration point 330 feet from the north line aﬁd 350
from the east line of section 8. |

‘And the last perforation point, 330 feet from the
south line and 350 from the east line of section 8.

Méta&or wishes to form an oil spacing and
proration unit comprised of the east half, east_hélf of
section 8, 19 south, 35 east, Lea County, New Mexico, in
order_to drill a horiéontal well identified in
Exhibit 1. r

Q. And this well will.test the Bone Spring
formation? |

A. Yes.

Q And what pocl is it in?

A. The ‘Scharb Bone Spring Pool.

Q

And what is the well spacing in the Scharb Bone

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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Spring?
A. 40 acres for a vertical and then 160 for the -
Q. That's what you're seeing in here?
A. ‘Yes.
Q. But are there special pool rules in the Scharb
Bone Spring regarding the location of wells?

'A. Yes. Instead of a 330, I believe it is 460 of

.the section lines;

0. And has Matador obtained édministrative'approvai
for an unorthodox location?

A. Yes. And that is shown in Exhibit 7.

Q. Turn to Exhibit 2. What is the working interesﬁ
ownership in the well unit and who do you seek to pool?
- A, MRC Permian has 75 percent of the well and fee
leases and one state lease. And Chevron has 25 percent
and one state lease. We seek to pool Chevron's
25 percent. | ] |

Q. And what is Exhibit 32

A. Exhibit 3 1s copy of our well proposal letter to

Chevron, a plat of the well ldcation, and an AFE.

. Chevron has not elected to join the well.

Q. Yqu've had quite a few contacts orkéttempted
contacts with Chevron; is that correct?
A. That is correct.

C. And is that reflected in the summary set forth as
p :

e
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Exhibit 47?
A.  That's correct.
Q. Very briefly, without noting everyone, could you
just give a iittle rundownrbn your attempts to deal with
Chevron. ' _ .

A. Yes. We have been negotiating in gdbd faith with

Chevron since December of 2014 to reach a voluntary
joinder and in Januafy 2015 started negotiating to farm
in Chevron's intefesf as Chevron indicated they would
not be participating. |

Q. Have they evidenced. interest in joining in an JOA
' ‘ i

at all?
A. No.
Q. In your opihion has MRC or Matador made a good

faith effort to obtain the voluntary'joinder of Chevron
in the well unit? » - p

A. Yes.'

Q. If you would refer back to your Exhibit 3, that
contains an AFE, does it not?

IA. Correct.

Q. And what is the cost of the proposed well?

A. Estimated drive hole cost of $3,850,837 and
completed wellAcost_of $8,570,292.

Q. And are these cocsts in line with the cost of

other horizontal wells drilled at this depth in this

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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area of New Mexico?
A. Yes.
Q. And who do you request be aﬁpointed operator for
the well? -
A. Matador Production‘Company.
Q. And do‘you have a recommendation for the amount_
which Matadof should be paid for sppervision'and
administrative expense?? | | l

A. We request.$7,00Q‘per month be allowed for a

- drilling well and $700 per month be allowed for a

producing well.

Q. Aﬁd are those amounts equivalent to those
normally charged by Matador and other operators in this
area for wells of this type? |

A. Yes.

Q. Do you request that the rates are periodically
adjusted as provided by the Copas éccounting,procedure?

A. Yes. |

Q. And does Matador fequest a'cost.plus 200 percent
risk charge if Chevron non-consents the well? . |

A. Yes. |

Q. Aﬁdlwere'£he paktieé‘being pooled notified of
this héaring? p |
A. Yes. And Exhibit 6 is an affidavit of notice.

MR. BRUCE: Mr. Examiner, just to be clear,

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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_there afe two affidavits of notice under Exhibit 6.

EXAMINER GOETZE: That's fine. This has
been a' good presentation with regards to historical

presentations.

“MR.!BRUCE: The first oﬁe -~ and T wouldn't
dare ask‘youAto note them as A and B --

EXAMINER GOETZE: Let's go ahead‘and do
that.

MR. BRUCE: The first one is the notice to
offset operators; And the second one, several pages
behind that, 1s the poticp=to Chevren. And, actually,.i
am amazed I got their agreement right back. .

Q. Andg, Mr. Carléton, does the notice letter to the
reflect the, Exhibit A, all of the offset operators or

A. Yes. - : o ‘ V “

MR. BRUCE: And, again, Exhibit 7 is just

the administrative NSL for fhe unorthodox location for

‘the proposed well.

Q. We;e'Exhibits 1 throuéh 7 prepared by you or
under your supervision or compiled from,compény business
records? | |

A. Yes.

Q. And in your opinion is the’granting of this

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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application in the interests of conservation and the
prevention of waste?
A. Yes.

MR. BRUCE: Mr. Examiner, I move the

admission of Matador-Exhibits 1 through 7.

EXAMINER GOETZE: Exhibits 1 through 7 are
so entered.

(MATADOR PRODUCTION COMPANY EXHIBITS 1

through 7 were offered-and admitted.) o . I

MR. BRUCE; I have no_further guestions of
the:witness.

EXAMINER WADE: I do not have any‘questibns.

EXAMINER GOETZE: Counsel does not have any
questions. And I will just ask a point of
clarification.

EXAMINATION BY EXAMINER GOETZE

'EXAMINER GOETZE: So we are just‘dealing‘ : u
with Chevron, 1s the only entity we are'looking to pool
at this time? ‘

THE WITNESS# Correct.

EXAMINER GCETZE: And we don't have any
ﬁnlocatable%-or any concerns? | .

THE WITNESS: No.

EXAMINER GOETZE: Other than that, I have no

questions for this witness. Proceed.

. PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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Page 12
JERON WILLIAMSON

having been first duly sworn, was examined and testified
as follows:
DIRECT EXAMINATION
BY MR. BRUCE:
Q. Please state your name for the fecord;
My name is Jeron Williamson. -
And;wherg do ?ou‘reside?

In Dallas, Texas.

LR -EE & B

Who do you work for and in what Capacityf

A. I am empioyed by MRC Eﬁergy Company, anﬂemployee
of Matador Production Company as a senior staff
reservoir engineer.

Q. Have you previcusly testified before the
Division? |

A. I have.

Q. And were your credentials as aﬁlexpert petroleum
engineer accepted as a matter of record?

A. Yes. |

Q. énd does your area of résponsibility at Matador
or MRC include this portion of southeast. New Mexico?

'A. It does.

Q. Are you familiar with the technical matters
related to this application?

A, Yes,

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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MR. BRUCE: Mr. Examiner, I tender the
witness as an expert petroleum engineer.
| EXAMINER GOETZE: He is so qualified.
Q. Mr. Williamson, could you identify Exhibit 8 for
the examiner?
A. Exhibit 8 is a structure map of the top of the
Second Bone Spring in the Scharb Bone Spring Pool area.

You will notice on the map we've got our Matador
acreage colored in yellow. The blue bottom hole,
surface hole locations are noted'thére iﬁ the center of
the map at the Hibiscus State No. 124HT

The contour interval is 50 feet heré so the
structure is dippihé to the southwest. Also shown on
the ﬁap are existing producing horizontai wells.

The First Bone Spring wells are depicted in
green. The Second Bone Spring wells, in orange. And
the Third Bone Spring wells are shown in fed.

Q. What is the primary target of your proposed well?

A. .We are targeting the Second Bone épring.

Q. Could you move on to Exhibit 9 and discuss that
for the Examiner.

A. Exhibit 9 is a structural cross section, from A
to A Prime. So there's three wells in the cross
section. The first well is a Dallas Production, Inc.,

Smith 5 No. 1 well, in section 5, Jjust to the

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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north Qf this 16b—acre block that we are intending to
drill;

Also in the cross section depictéd as No. 2 is
the DaiiasjfroduCtion, Inc., Scharb 8 No..1l well. And,
then, finaiiy, thé number 3 well there is Elk 0il
Company Snyder Ranch No. 1 well. ‘

" So this cross_section shows that the Second Bone
Spring Sand is continqus across the area in excess of
350 feet in thickness. And yoﬁ will notice in the third
tract on the log there, the porosity is in the range of
about é to 12 percent.

And our inténtion for the Hibiscus State 124H is
to land in the Second Bone .Spring there, toward the
lower half of the Second'Boﬁe Spfing, with a target
interval of about 40; 50 feet.

Q. You do consider these logs to be representative
of the Second Bone épring formation in this area?

A. Yes, I do. |

¢. And have-you‘idéntified ény geologic impediments
or faulting or anyth;ng that would.prevent the
successful drilliﬁg of your proposed horizontal well?

A. There doesﬁ'tfappear tc be, no.

Q. Could you turn to Exhibit 10 and identify that

for the Examiner. s -

A. Exhibit ‘10 is an isopach of the Second Bone

L i

- PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW'- SUITE 105, ALBUQUERQUE, NM 87102
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Spring, showing that the formation is éontinuous,
actually.thickening a little bit .as we drill toward TD.

Ql Do you expect horizontal drilliné -—- and the
Second Bone Spring formation being continuocus across
this area, would you expect each quagtef, qﬁarter
section to contribute to production?

A, I do, ves.

Q. And do you believe that horizontél.drilling would
be the most efficient method to develop this acreage?

A. Yes, I do. |

Q. 'Could you move on to Exhibit 11.

A. Exhibit 11 is a construction diagram that.shows
our surface hole loéation for the subject well to be
200 feet from south line, 352 from east.lihe of section
5, just to the north of section 8. The well will be
drilled south from there into section 8 with the first.
perforation no closer than 330 feet from the nortﬁ liné
of section 8 and the last perforation ﬁo closer than
330 feet from the scuth line of section 8.

Q. And that would comply with the fterms of the NSL

“that was marked Exhibit 7, the non—standard locaticn

order, correct?
A. That 1s correct.:
Q. How many completion stages doces Matador do in

these wells?

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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A. This well will be fracked in 18 stages.

Q. 1In your opinioﬁ, will the granting of Matador's
application be in the interests of conservation and the

prevention of waste and the protection of correlative

. rights?

A. "Yes, sir.
Q. And were Exhibits 8‘through 11 prepared by you of
under your supervision? ' | |
A. Yes, sir.
MR. BRUCE:"Mr. EXamiﬁer, I move the
admission of Exhibits 8 thiough‘li.

EXAMINER GOETZE: And have we done 1

through. —-

MR. BRUCE: Yes.

EXAMINER GOETZE: Let's do Exhibits 8
Ehrougﬁ -- 1is it 127 . |

MR. BRUCE; I. am seeking to move Exhibits 8
through 11. »

EXAMINER GOETZE: Okay. K Let's do that, 8

phrough 1. | |

*

(MATAEOR PRODUCTION COMPANY EXHIBITS 8

'thrdugh 1l were offeréd and admitted.)”

MR. BRUCE: Mr. Examiner, Exhibit 12 is

 simply a proposed order which I will e-mail you an -

electronic copy. Fortunately, my co-counsel in this

PAilJ‘L;BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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Page 17
matter is a lot more efficient than me; which is the
reasoﬁ we have a proposed order. But with thét,’I have
no further questions of this witness.

EXAMINER GOETZE: . Very good. Counsel, any
questioﬁs?

EXAMINER WADE: No questions.:‘

EXAMINATION BY EXAMINER GOETZE

EXAMINER GOETZE: First of all, we got a
cross section here with no location of that cross
section., I requeét that you include the iocation line
for the cross section.

THE WITNESS: It 1s tough to see there. It
is on the hap there at the bottom. So the project area
is 1in red.

EXAMINER GOETZE: Okay, way down there.

THE WITNESS: Tt is microscopic, but we'll

do better.
EXAMINER GOETZE; Okay. I appreciate it.
Wifh this well are there\aﬁy
consideratio;s of testing First or Third -- not Third,

but testing First Bone Spring.

THE WITNESS: At some point, we may come

- back and do that. This is QuLTfirst'well.in this area.

.We're kind of stepping out.

There 1is really nct -- to speak of, there is

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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not any Second Bone Spring horizontal welis to the east,
so we are kind of stépping out and testing the waters in
the Second Bone Spring Sand.

But, yes, to your point, iﬁ the futufe I
think we would entertain options in.the First and
possibly the Third Sand.

| EXAMINER GOETZE: Okay. Seeing how I can't
read the béttom of the cfoss secticn, I am'going to stop

there.h,Thank you very much for your information. I

have no further questions of this witness.

MR. BRUCE: I have nothing further,
Mr. Examiner.

EXAMINER GOETZE: ©n that note, we will take

‘case 15320 under advisement.

{(Time noted 11:03 a.m.)
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STATE OF NEW MEXICO )
' 3 '8S-

COUNTY OF BERNALILLO )

REPORTER'S CERTIFICATE

I, EiLEN.H. ALLANIC,'New Mexico Reporter CCR'
No. 100, DO HEREBY CERTIFY that on Thursday, June 11,
2015, the proceedings in the above-capticned matter were

. taken before me; that I did report in stenographlc

shorthand the proceedlngs set forth herein, and the
foregoing pages are a true and correct transcrlptlon to .

- the best of my ablllty and control.

I FURTHER CERTIFY that I am neither employed by -
nor related to nor contracted with (unless excepted by
the rules) .any of the parties or attorneys in this case,

- and that I have no interest. whatscever in the final

disposition of this case in any court.
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ELT&N ¥. ALLANIC, CSR
NM Certified Court Reporter No.
License Expires: 12/31/15
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